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TECH 


Xbox Boss Phil Spencer Wants to Sever 
Apple-Google ‘Duopoly’ in Mobile Games 


Microsoft’s videogame chief says smartphone ambitions are driving plan to buy 
Activision Blizzard 


By Sebastian Herrera 


Updated Oct. 26, 2022 5:18 pm ET 
LAGUNA BEACH, Calif.—Microsoft Corp.’s MSFT 0.03% 4 top videogame executive said the 


company is betting heavily on the future of mobile games and hopes that it will be able to 
overcome the power that Apple Inc. and Google have over how people play on smartphones. 


Phil Spencer, Microsoft’s chief executive of gaming, said the company’s ambition in mobile 
games is the main driver of its proposed $75 billion acquisition of Activision Blizzard Inc., 
ATV10.05% a plan that is being reviewed by competition regulators. 


“This deal for us really centered around our opportunity to get more mobile engagement,” he 
said Wednesday at The Wall Street Journal’s Tech Live conference. 


Microsoft sees rules in place by Apple and Alphabet Inc.’s G00G -0.07% ¥ Google to control 
the distribution of game apps through their app stores as a significant hurdle to its mobile- 
game goals, Mr. Spencer said. 


“It’s definitely true today that the largest gaming platform on the planet, which is a mobile 
phone, is controlled by two companies: Google and Apple,” he said, adding that Microsoft is 
making a long-term bet that it will be able to strengthen its access to consumers on those 
platforms. 


“We have to break that duopoly of only two storefronts available on the largest platforms,” he 
said. “We have to find a way to create more engagement and monetization across mobile. It’s 
imperative for our business.” 


Apple and Google have said that the guardrails around their app stores protect consumers’ 
privacy and security. 
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Mr. Spencer said Microsoft wants to give people options in how to game. It sees flagship 
hardware products such as its Xbox consoles as still critical to its goals, but it also wants to 
expand its mobile-game and streaming options. One of the company’s focus areas has been 
Game Pass, which offers a catalog of games for people to play for a monthly fee, instead of 
buying individual titles for roughly $60 or $70 apiece. Mr. Spencer said the subscription 
business is important, but he doesn’t expect it to grow as a share of Microsoft’s total game 
revenue beyond its current level of roughly 15%. 


He also said some of Microsoft’s supply-chain problems have eased since the holidays last 
year and that the company’s Xbox Series S product is well-stocked, though its pricier Series X 
model might still be in short supply. 


The Activision deal, which would combine Microsoft with the world’s largest third-party 
videogame publisher by revenue, is under review by authorities in several places. The U.K.’s 
competition committee recently escalated its examination of whether the deal could stifle 
competition, and in particular whether Microsoft could limit access for rival platforms such 
as Sony Group Corp.’s SONY -0.60% ¥ PlayStation to popular Activision games such as the 
“Call of Duty” series. 


Mr. Spencer said that scrutiny of the deal is warranted, and that he remains confident that the 
deal will be approved in the U.S. and overseas. He said Microsoft plans to offer “Call of Duty” 
on PlayStation “as long as that makes sense.” 


Hitting on a theme present throughout the conference, Mr. Spencer offered some skepticism 
about current efforts by various companies to develop a more immersive internet experience 
referred to as the metaverse. Facebook META -0.60% ¥ parent Meta Platforms Inc. has been 
championing the idea of the metaverse and recently announced a partnership with Microsoft 
to bring Windows 365 and Teams to Meta’s virtual-reality headsets next year. 


Mr. Spencer said he doesn’t see hardware products and virtual-reality experiences as the 
primary areas of opportunity for virtual worlds. Two-dimensional experiences—such as the 
way people currently play games on screens—will lead growth of the metaverse, he said. 


“For me, building a metaverse that looks like a meeting room, I find that’s not where I want to 
spend most of my time,” he said. “I want something that’s engaging.” 


“T think [virtual engagement] will end up looking more like videogames than some of the 
models that I see from the metaverse today,” Mr. Spencer said. 
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Appeared in the October 27, 2022, print edition as ‘Microsoft Eyes Mobile Games’. 
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